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Profits Through Better Management 


By Crate B. Haz_ewoop 


President, American Bankers Association 
Vice-President, Union Trust Company, Chicago 
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AS our minds run back over the history of business progress we cannot 

help but admire the creative genius which has distinguished American 
business—and especially Chicago business. Here originated such great new 
ideas in management as are represented by our wholesale and retail mail 
order houses. Here meat packing, the department store, the farm implement 
business, the clearing house idea, originated or were developed to a new 
point of perfection. And here must be solved some of the great problems 
of management in the new era into which I believe we are now swinging. 

By a prodigal pioneering of our resources, we have accumulated a reser- 
voir of capital unmatched in the world’s history. We are financing great 
projects in every section of this country, and are contemplating still greater 
undertakings which men with vision are suggesting—flood control of the rf 
vast Mississippi Valley, reforestation, and the reclamation of water power 
upon a titanic scale. Supplied now with capital, we are fertilizing more ° 
scientifically, mining more deeply, breaking down lower grade ores, revolu- 
tionizing transportation, tapping more distant sources of supply, equipping 
plants with machinery of multiplied capacity, intensively developing and 
perfecting our business and governmental methods. Standardization of com- 
modities, simplification of processes, mass production on an ever larger scale 
with still lower costs, more rapid transmission of funds, and the speedier 
turnover of capital in all its forms—these we are developing in a never 
ending progression. 
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1 Presented before the Chicago Association of Commerce, October 24, 1928. 
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It is natural enough then that in the remarkable development of business 
in this country the emphasis everywhere seems to be upon size and volume. 
No wonder we expect every month and every year to excel the last. For 
the opportunities as well as the problems of business have broadened enor- 
mously—and in the main, we have measured up to the challenge. For 
example, we have succeeded to some extent in replacing the severe ups and 
downs of an exciting business cycle with a business structure which is better 
able to adjust itself to changing conditions. The science of business has 
made notable advances in the last decade. Still, however, we have with us 
an unnecessarily large number of businesses which are not soundly nor 
profitably managed, some estimates placing the number of concerns operating 
without a profit each year at more than one out of three. 


Volume Alone Is Not the Ultimate Aim 


Consolidation will not solve the riddle of profitable operation in all 
cases. Mere size or volume of sales alone cannot measure up as the ulti- 
mate aim of business. The business captain who dreams great dreams of 
commercial expansion, commendable as they are, must in the final analysis 
justify that expansion by a commensurate increase in profits. We too fre- 
quently take it for granted that every increase in our volume, by merger or 
otherwise, adds to the intrinsic value of a business. In the fast running 
current of these days, we need to challenge our worship of mere size, mere 
volume, and steadily climbing sales quotas—unless they bring with them 
dividends well worth the increased effort. Each day we need to take a new 
grip upon the practical realities of business; and, gentlemen, I know of no 
more important business reality than this—that our vision sometimes be- 
comes clouded and we forget that the primary and fundamental objective 
of all business is profits. 

We may set up the greatest retail business, the largest factory, the 
biggest jobbing organization in this country, but we have not rendered a 
permanent service to the public nor have we met the final test of success 
unless profits are adequate. 


Primary Reason for Success or Failure Today 


Of late years we have learned many startling things about profits, but 
we have learned nothing more remarkable than that the primary reason for 
success or failure today is not economic conditions—not environment— 
not location—nor any other factor—but management. 

In this nation we have garnered success like wild rice out of the abun- 
dance of nature. The richness of this country has been such that only the 
most complete lack of management could result in failure. And after each 
success, we have expressed satisfaction over our good management, when 
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in reality much of our success should have been accredited to Divine Provi- 
dence and good fortune. Men have too frequently succeeded out of the 
richness of their environment, and then have congratulated themselves upon 
their good management. But if there is any lesson to be learned from the 
studies and surveys which have been made of business in this country, it 
is the imperative necessity for better management. Good management has 
made enormous strides within the past few years. But even yet we have not 
really begun to know the whole meaning of the term. 

We have known business men to say, “My business is different from 
any other business.” They forget that there are basic principles of manage- 
ment that have been developed through years of practical experience, and 
that apply to every kind of business, regardless of whether it is large or 
small, and whether it is located in Chicago or in Champaign, Illinois. 

In analyzing our own businesses, then let us apply the typically Ameri- 
can approach to this problem of good management and adequate profits. 
By that I mean, let us not compromise with present difficulties, but rermove 
them—let us have a new deal instead of playing out the old hand. Let us 
emphasize not so much the idea that our business is different, as the truth 
that all businesses are common in their fundamental operations and objec- 
tives. Let us forget that things have to be done a certain way, and examine 
our businesses with an open mind. 

To speak for a moment from my own experience in bank management, 
let me recall to you that the banks of this country emerged from the war 
period with problems which seemed insurmountable. But today, in many 
banks, particularly in our larger cities, we find the spirit of scientific manage- 
ment at the controls. Standards are being set up to govern liquidity, quick 
reserves, interest rates and banking costs. Long and broad experience is 
being concentrated into definite policies upon points where management has 
been uncertain. This progress in management, evidenced by banks throughout 
the country, is, in fact, a revelation to anyone who delves into the facts. 


Results Through Intelligent Bank Managemen. 


I might specify many cases where intelligent bank management has 
accomplished notable results. One bank in two years increased its operating 
profits 27 per cent, in spite of an increase in gross income of only 2 per 
cent. Another increased profits 75 per cent, although gross income expanded 
only 17 per cent. In this characteristic fashion, capable management has 
squeezed more dollars of net profits from substantially the same business. 

A commercial banking department in two years increased its operating 
profit by 257 per cent. A large savings department increased the average 
number of transactions handled per employee 82% per cent. A transit 
department increased items per employee 145 per cent. So in detail matters, 
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and in the great matter of profits also, has intelligent, purposeful manage- 
ment proved itself. These examples, moreover, are drawn from the same 
markets and circumstances where other banks at the same time were not 
earning an adequate return. 

These things have been accomplished, I happen to know, by first throw- 
ing into the discard all the old “can’ts” and “don’ts.” Surface logic has been 
discounted. Managers have had the courage to reject unprofitable leads 
and concentrate upon the cultivation of sound business, good credits, sizable 
accounts, and highly efficient, well paid employees—the best of organized 
effort invested upon the best of business materials. 

Successful management is constantly alert for new and better methods, 
The progressive manager turns aside from the traditional cow path and cuts 
his way straight through to his objective. He does not falter nor turn back, 
because a method is new and hasn’t been tried before. 


Replacing Old Traditional Methods 


Old traditional methods of determining the policies of business must be 
replaced by a study of facts, because business today is too advanced for 
guesses or rule of thumb methods. Old processes, machines, and procedure 
are all being re-examined for the modern executive today deals not with 
opinions, but with facts, and facts alone. 

I recall the case of a candy business where the drying of the candy was 
handled in the old way. An outside counsellor of this business learned that 
it took 36 hours to dry the product. The management argued that it had 
always taken that long in the candy business ‘or that step in the manufactur- 
ing process. By cutting through old methods and procedure, a simple ma- 
chine was built especially for the purpose, and the drying of that candy prod- 
uct was immediately reduced from 36 hours to 5 minutes—a saving of 99.7 
per cent of the required time. The successful business executive today has 
no personal feelings, no pre-conceived conviction that something must be done 
a certain way. 


Other Ways of Increasing Profits 


There are many avenues along which business may operate in increasing 
profits. There come to mind such possibilities as simplification and stand- 
ardization, the elimination of waste, the reduction of costs, greater sales volume, 
a more efficient personnel, and new products manufactured for new demands. 
All of us know something of the amazing results secured by the Department 
of Commerce for many industries through simplification and standardization. 
We have learned that by centering upon one design instead of many we can 
bring an item within the purse of a much larger market—with increased profit 
possibilities to the quantity producer. In my own business, for example, it 
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is estimated that $20,000,000 a year is being saved over the country, merely 
through the use of a few simplified check forms today in place of the in- 
numerable sizes and shapes of former years. 

In many other lines of business, similar results have been secured. Not 
very long ago we had over 6,000 varieties of single bit axes on the market— 
enough to stock a fair-sized museum housing one of each kind. A hardware 
jobber or retailer who carried only a half dozen of each item would have had 
an inventory of 36,000 axes alone. We have reduced the kinds of washing 
machines manufactured from 446 to 18; automobile tire sizes and types from 
287 to 32; paving brick from 66 to 5; steel windows from approximately 
42,000 to 2,000; range boilers from 130 to 13; and common brick from 44 
to I. 

What is the significance of all this? It means a reduction in capital tied 
up in manufacturing equipment and inventories. Its effects run throughout 
an amazing ramification of economies. But no less important, it counteracts 
the increasing complexity of business and clarifies the difficult problem of 
management itself. Instead of buying, inventorying and selling hundreds of 
varieties, we merely run an endless flow of one simple commodity through a 
plant—and so, regardless of tremendous volume, we have a comparatively 
simple business. To simplify work means also to multiply the factory work- 
er’s productiveness. For the jobber and retailer it means more complete 
lines, increased business with less space, lower interest, less insurance, taxes, 
labor costs, etc. 

Here then we have another fundamental rule for profitable management : 
Let us simplify our lines. 


Elimination of Waste 


The elimination of waste is also a fertile field for management which I 
shall merely mention. Ina careful study made by eighteen leading engineers, 
it was estimated that we are wasting over 40 per cent of our energies and re- 
sources. More than half the responsibility for this waste rested, according to 
the report, upon management. 

In considering the effects of increasing volume on profits, I might best 
illustrate this problem by using a triangle to represent the potential consumer 
demand. With a high-priced commodity your market is limited to the few 
at the top point of the triangle. As you reduce your price you reach the next 
lower group of consumers which is larger, and as the price goes down further 
and further, you reach successively larger and larger markets. 

It is almost an axiom in most businesses that as the cost of the product is 
reduced, the potential demand broadens. Many managers keep their minds 
closed to the thought of reducing prices, for as someone has said, “You can 
always cut a price, but to raise it is something else again.” One way to 
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handle this problem is to test the effect of different selling prices in different 
local markets. 

In the case of a company for which a careful market analysis was made, 
the analysis showed a larger potential market than was suspected. The com- 
pany sorely needed greater volume. Five test cities were chosen, and in these 
cities the product was sold at a reduction of 50 per cent of its formr selling 
price. This cut in price increased the volume of sales by 500 per cent over 
the best previous results. The price of the product was then reduced all over 
the country. The volume of sales increased 300 per cent and profits over 
270 per cent. Furthermore, an analysis showed that 70 per cent of the out- 
put at the new price was reaching consumers never before sold by any com- 
pany in that industry. 

Modern management does not close its mind to any new idea—even that 
of lower prices. It recognizes that price is frequently an important source 
of sales resistance, and that tremendous markets may be unlocked whenever 
price is brought down without shading quality or crippling service and profits. 


Superior Merchandising Methods 


Some men may be managing businesses where they feel that everything 
is against them. “It is well enough to talk of good management,” they may 
say, “but what does all this amount to when one is up against an unfavorable 
trend or business depression in his industry?’ Very well; I recall an in- 
dustry in which all but two corporations have gone bankrupt. One of these 
has shown a net profit of 30 per cent annually on sales for the past twenty 
years. This company, due to its superior merchandising methods, is steadily 
increasing its sales volume. Its only remaining competitor is sustained almost 
entirely through the desire of the successful company to maintain competition. 
In fact, it actually gives its weaker competitor business at prices above what 
it could easily quote, in order to help it along. 

Examples of this kind should be a spur to all of us. However difficult 
the industry may seem, however tightly closed the future, management ability 
of high order finds a way through, over, under or around. 

One industry I know is 25 years behind the times in its processes and 
methods. And one company in this industry showed a loss during 1926 of 
IO per cent on the sales. A new general manager was installed—a man with 
broad experience, but unversed as to the industry and its ancient history, and, 
moreover, with no set convictions. In ten months he had reduced the cost of 
manufacture 27 per cent. He then reduced the selling price to the trade by 
20 per cent. No competitor has been able to match these figures. His com- 
pany is today showing a net profit of 10 per cent on its sales. Good manage- 
ment frequently calls in someone from the outside who does a lot of things 
because he doesn’t know they can’t be done. 
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Organization of Personnel 


Personnel organization is another highly important field for the activities 

of management. I am inclined to believe that many businesses have yet to 
learn that the highest salaried employees, doing the most work, in the least 
time! and space, with the least equipment and supervision, yield the greatest 
net profits. Many industries could probably step up their present personnel 
efficienty 50 per cent to Ico per cent. 
In one department of an institution where better personnel management 
was {introduced, there was a reduction of 25 per cent in the number of em- 
ployees, an increase of 15 per cent in salary for those remaining, and a re- 
duction to the institution of 1814 per cent in clerical cost on the same volume 
of business. 

Losses had been the rule in another company for many years. Accumu- 
lated dividends due on preferred stock amounted to 60 per cent. For five 
years the average annual loss had been twice the preferred dividend require- 
ments. Then a new general manager set out to remedy the difficulties. He 
was a well-rounded executive, but he had no actual experience in this specific 
line. However, he had an outside viewpoint—an unbiased, open mind, and 
real vision. He found much of the difficulty to be due to internal friction. 
He set about to accomplish the obvious thing—to promote harmony. Profits 
for the first year under his management were twice the previous annual loss 
and four times the preferred dividend requirements. For the second year profits 
were more than seven times preferred dividend requirements. In only four 
years, the cash income multiplied six times. All this was accomplished simply 
by a better defined scheme of otganization with a proper definition of 
authority and responsibility, replacing a cumbersome form of committee man- 
agement. 

In a highly competitive industry, a new president took hold in 1914. 
Through this man’s ability, sales and profits increased steadily year by year, 
even in 1921 and 1923, when 95 per cent of the other companies in this in- 
dustry showed losses. In 1925 a change occurred in the style of packages, 
which made it necessary for the company to convert a large part of its plant 
to other uses. Nevertheless, the management drove sales and profits steadily 
on and up. The difficulties were merely a challenge to the resourcefulness 
of the management. 

Your mental files as well as mine are doubtless full of such instances. 
There are the cases where a saving in time, a utilization of waste products, or 
a grasp of new opportunities proved to be “the break of the game.” How 
swiftly business is moving and constantly bringing out new products is a 
matter of concern to every manager. “Accepted today—superseded tomor- 
row,” may be the fate of his product. 
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Possibilities Through Cooperation 


Finally, the successful manager will cooperate. He will interchange ex- 
periences with others in his line of business. He will recognize that only by 
cooperative effort can many matters be accomplished. We have witnessed or 
are witnessing such cooperation in the railway field, in banking, in the iron 
and steel business, and in other fields. Given a group of managers suffi- 
ciently broad in experience and spirit, it should be possible through coopera- 
tion to prevent over-production, to remove the threat of cut-throat competi- 
tion and to maintain business on a continually profitable basis. 


New Era in Business Management 


I firmly believe that we are now in the morning hours of a new era in 
business management—an era in which we shall have control by men who 
overlook no essential of the problem, market analysis, the elimination of un- 
profitable units and wasteful practices, closer budgetary control, efficient and 
economical operation, lower costs, a larger gross with increased net profits 
and faster turnover. 

In summarizing this brief discussion: 

First: The success of a business, assuming real service to the public, is 
measured by profits, and profits alone. 

Second: To earn profits in this changing era demands a new degree of 
management genius. 

Third: This new management requires an open mind and freedom from 
tradition. 

Fourth: The good manager does not stand alone, but secures coopera- 
tion from within his organization and expert counsel from without. 

For business concerns so managed, the future offers possibilities for in- 
creasing profits far beyond the opportunities of the present period, and for 
management that will take advantage of these opportunities, business can af- 
ford to pay almost any price. 
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A Course for Conference Leaders 


By Curnton JD. Situ, Superintendent, Personnel -Department 
The Cleveland Railway Company 


At THE American Electric Railway Association Convention, held in Cleve- 
land, the personnel activities were stressed in several sessions, and it so 
happens that the more interesting activity was that of the Group Conference 
Course. This consisted of a series of five sessions of four hours each, on each 
morning, from September 24th to September 28th, inclusive, and under the 
leadership of William A. Durgin, of the Commonwealth Edison Company of 
Chicago. 

The registrants at this session were from the transportation departments 
of 25 of the larger railway companies of the country. A similar group, rep- 
resenting non-transportation departments, such as mechanical, power, main- 
tenance of way, held sessions on the same days, under the leadership of Frank 
Cushman, Chief of the Trade and Industrial Educational Service of the Fed- 
eral Board for Vocational Education, Washington, D. C. 

The Transportation Department program included the following sub- 
jects: 

Personal Service Development, Quality of Information, Fundamentals 
of Conference Technique, Conference on Speech, Criticism of Speech Con- 
ference, Service Sampling, Conference on Politeness, Criticism of Politeness 
Conference, Building a Conference Course, Conference on Interest in Cus- 
tomer, Characteristics of a Conference Leader, Conference on Appearance and 
Final Effect. These subjects were separated by periods provided for ques- 
tions and a general discussion of the course and its profitable application con- 
cluded the convention. 


Group Conference Method of Education 


The fundamental at the back of the course of training, is that transpor- 
tation employees, particularly conductors and motor coach drivers, are com- 
parable to the salesmen of other industries, and that these men can best con- 
tribute to a higher standard of personal service through the group conference 
method of education. This method, in the transportation industry, has been 
developed to such extent that it was deemed pertinent to organize, at the 
Electric Railway Convention, a class of officials most interested in the train- 
ing of employees, and for the purpose of going into the technique of group 
conference activities. The writer had more direct contact with the transpor- 
tation group, rather than the non-transportation, and, therefore, the detailed 
comments have reference to the group conference session for discussion of 
personal service of such employees as conductors and motor coach drivers. 
407 
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It was stated that there were at least five elements of personal service: 


1. Quality of information given passengers. 
Interest in the passenger by the employee. 
Speech used by the employee. 

Politeness, 

Personal appearance. 


Under No. 1, the conference brought out the value of good information 
in handling passengers; the determining of factors of good information, and 
demonstration was had of the conference method in achieving these aims. 

In holding a group conference on this item of information, it was decided 
the motives were: 


"roy - 


a. Appeal to sense of skill and experience. 

b. Appeal to desire to be regarded as a well-informed group. 

c. Desire to render satisfactory service. 

d. Appeal to sense of responsibility, as one in whom the public trusts. 


Similarly, for the other four items, there was a break-down of the aims 
of the conference ; materials to be used, such as dramatization, blackboard, a 
development of cases, and application with particular problems, and a set-up 
of the motives. For instance, in the development on the use of speech, the 
tone of voice, distinctness, use of words, etc., were discussed. 

In connection with this instruction of conference methods, a demonstra- 
tion was made with fifteen railway employees of the Cleveland Railway Com- 
pany. These men had not participated in any group conference activity, and, 
therefore, their reactions were a good proof of the value of the group confer- 
ence method of raising the standard of personal service. These fifteen men, 
with only a speaking acquaintance with the leader of the discussion, Mr. David 
Gordon, Director of Service Improvement, Chicago Rapid Transit Lines, 
were led in a discussion of information—the character, quantity, and quality 
of information that should be given the passenger. 

This demonstration was for the benefit of the representatives attending 
the instruction course, and, therefore, the leader was prepared with a list of 
questions to submit to the fifteen men, in order to create their interest, and 
to put over the demonstration. However, there was no occasion for the use 
of this preparation, inasmuch as the employees immediately got into the 
spirit, and in spite of their lack of experience, under the able leadership of 
Mr. Gordon, demonstrated that it is far better to extract from the employee 
the proper method of handling passengers, and decide upon standards through 
the free discussion available only in the group conference session, 
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THE MANAGEMENT INDEX 
Abstracts and News Items 





GENERAL MANAGEMENT 


Management i 


Real management must unswervingly dis- 
cern the objectives and then direct the abil- 
ity of others to work toward the goal. 
Management should be able to perpetuate 
itself through the development and growth 
of those coming under its influence. In 
carrying out policies, plans and objectives 
the management must learn to delegate re- 
sponsibility and the authority to carry it 
through. Good management combines not 
only favorable financial results but a 
smooth-running machine, satisfied and well- 
served customers, a happy, efficient and 
progressive personnel and a leadership that 
will perpetuate itself. By T. G. Woolford. 
American Stationer and Office Manager, 
Oct., 1928, p. 13:1. 


Scientific Management in Europe 

Since the war scientific management has 
made rapid progress in Europe. There is 
an increasing tendency to apply its methods 
and doctrines to general economic problems. 
The number of technical instances of its ap- 
plication increases constantly. The results 
of psycho-physiological research, which is 
especially advanced in Germany and Great 
Britain, are becoming more and more ap- 
preciated. The European movement is not 
a mere copy but a careful adaptation of the 
methods tested in the United States. 

It is natural that the degree of develop- 
ment of the movement must differ with each 
country, but in spite of the variety which 
characterizes the practical applications, it 
should not be forgotten that allowing for 
the necessary adaptation to circumstances 
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and national temperament, it tends to be- 


come a powerful means of creating uni-— 


formity in the conditions of industrial pro- 
duction. A need of coordinating the efforts 
of the different countries has been felt, and 
this is the object of the International Com- 
mittee for Scientific Organization. It is 
stated in conclusion that the need for gov- 
ernment intervention in scientific manage- 
ment questions becomes daily more appar- 
ent. League of Nations—International 
Labour Office. International Economic 
Conference, May 4, 1927, p. 5:11. 


Profits by Close Material Control 

Timing deliveries to meet production 
schedules, based on sales forecasts, permits 
the Stutz Company to turn over stock 15 
times yearly. Forms used in maintaining 
this minimum inventory are given. By L. 
A. Baron. The Iron Age, Oct. 25, 1928, 
p. 1009:6. 


Functions of the Production Executive 


The position of the production executive 
in business organization has developed di- 
rectly as the complexity and volume of 
manufacturing have developed. Those fun- 
damental functions which are inherent in 
factory management and operation are dis- 
cussed under the following heads: prepara- 
tion for manufacturing operations; facili- 
tation of manufacturing operations; the 
production department organization; in- 
formation required by the production execu- 
tive. Business Organization: Number 
Twelve. Policyholders Service Bureau. 
Metropolitan Life Insurance Company. 
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FINANCIAL MANAGEMENT 


Speculation and Its Influence Upon 
Business 


Speculation has a useful part to play in 
the business world. Intelligently directed, 
it exerts a stabilizing, balancing influence, 
correcting the irregularities which develop 
in the regular course of trade. It aims to 
buy when things are cheap and sell when 
things are dear, which tends to maintain 
the normal equilibrium. Admittedly there 
is a vast amount of uninformed speculation 
which does not serve this purpose, but for 
that matter a vast amount of all kinds of 
business is in the hands of people who are 
only indifferently qualified to handle it. It 
is impossible to require everybody to pass 
a civil service examination before engaging 
in any kind of speculation, and it is ex- 
ceedingly difficult, if not impossible to dis- 
criminate, at least in law, between acts of 
the same kind which in one case represent 
perfectly legitimate operations and in an- 
other case may be of the undesirable class. 

In all lines the evil of speculation de- 
velops when it reaches the stage of mass 
action where real standards of value are 
lost sight of and the only criterion of 
values is what the speculators themselves 
are paying for the property which they 
themselves intend immediately to put back 
on the market. Speculation of this kind 
has lost touch with realities, and contributes 
nothing to the markets but confusion and 
disorder; By George E. Roberts. Com- 
merce and Finance, November 7, 1928, p. 
2372 :3. 


The Credit Situation 


The large corporations have, generally 
speaking, a plethora of surplus funds which 
they do not feel justified in using for spec- 
ulation in corporate stocks. These funds 
they loan on call, thus keeping them liquid 
and at the same time securing a profit for 
the stockholders in excess of the profits re- 
ceived from the operation of plants. Some 
critics claim that these funds may be sud- 


denly withdrawn from the loans. Mr. Gib- 
son does not think so and feels that there 
is nothing in the records of past perform- 
ances to support such a theory. If volume 
of business and profits continue large, most 
of the large corporations will have more, 
rather than less, to loan. If depreciation 
sets in, the demand for commercial capital 
will decrease. 


The banking interests do not like these 
changed methods. They formerly paid the 
corporations 214 per cent on their deposits 
and loaned these deposits out at 4 or 5 per 
cent. They also made great profits by 
loaning the big corporations money at high 
rates, and by securing large underwriting 
or syndicate profits when a corporation 
needed money or fcund it necessary to issue 
new securities. To a very large extent 
the corporations are now able to get money 
from their stockholders on much more ad- 
vantageous terms. Nothing, in Mr. Gib- 
son’s opinion, is better calculated to show 
the acrimony of the bankers than the efforts 
of the bankers to invoke national laws to 
prevent corporations and individuals from 
using their own money as they please, ap- 
plying the wholly unjust appellation of 
“bootleg loans” to funds provided by any- 
one but themselves. Thomas Gibson’s 
Monthly Forecast, November 16, 1928, p. 
SoZ. 


Simplified Taxation 


Managers of corporations will note with 
satisfaction that Commissioner of Internal 
Revenue D. H. Blair is moving in Wash- 
ington for a simplification of corporation in- 
come-tax requirements. He is co-operating 


with certain taxpayers’ associations, trade 
groups and the United States Chamber of 
Commerce, with a view to simplifying and 
standardizing such matters as depreciation. 

Standardization of depreciation is by no 
means so simple as it looks, for the reason 
thac depreciation takes many forms and 




















merges into replacement. In certain manu- 
facturing industries fair wear and tear can 
be standardized, but what of the machinery 
which becomes old-fashioned before it is 
worn out? In England progressive manu- 
facturers complain that they are placed at 
a disadvantage in the matter of taxation 
with less enterprising concerns, which are 
content with machinery which is still good 
after a fashion but manifestly out of date. 

There are few laws, here or abroad, 
which could not be remodeled to advantage. 
A popularly elected legislature almost in- 
variably turns out an income-tax measure 
which by amendment and comprise has be- 
come a thing of shreds and patches before 
it finally becomes a law. It is not entirely 
the fault of Congress, however, that an in- 
come-tax return requires the help of an 
expert at the risk of breaking any one of 
scores of departmental regulations, for the 
department itself adds regulations and re- 
quirements with the best intentions in the 
world, to facilitate the work of the de- 
partment if not of the tax-payer. Next 
to a sales tax an income tax should be the 
simplest of all taxes. Certainly something 
can be done in the direction of co-ordinat- 
ing administrative regulation, mostly by 
way of elimination. Barron’s, Nov. 12, 
1928, p. 11:1. 


Those “Bootleg” Loans 


The rising total of brokers’ loans during 
the Spring, when efforts were being made 
to reduce the use of credit in speculation, 
directed attention to the source of increase. 
Member banks in New York report loans 
made for their own account, for the ac- 
count of out of town banks and for “ac- 
count of others.” The loans of member 
banks for their own account have actually 
declined, loans made for out of town banks 
have increased somewhat, but the large in- 
crease in the brokers’ loans total has been 
due to a startling increase in loans made 
“on account of others.” This gain in loans 
from outsiders has attracted considerable 
unfavorable comment, the argument being 
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that the outside lender is an unreliable 
source of credit, who would withdraw or 
inject funds into the market at will, re- 
gardless of the money situation. Now 
some attention is being given to the other 
side of the question. Are the so-called 
“bootleg” loans a source of weakness? 
Proponents of the affirmative point out that 
the sources of outside loans are freer 
agents than the banks so far as use of their 
funds in the securities markets is concerned. 
The banks cannot support the market by 
buying stocks in the event of a decline; 
the outside lender—corporation, private 
banker or other source—may enter the mar- 
ket and lend it support when stocks break 
to attractive figures. But is there any as- 
surance that the outsiders would enter the 
market at such a time? The outside lender 
is attracted to the call loan market because 
it is profitable. He will remain there only 
so long as it remains in his interest to do 
so. The situation, then, points clearly to 
the fact that abnormally high «ates have 
attracted a flood of temporary credit—a 
flood sufficiently large to increase the pro- 
portion of outside funds by some 50 per 
cent in approximately a half year’s time. 
Let the attraction be removed and there 
appears more than the possibility—there ap- 
pears the probability that the source of 
credit would decrease with something of 
the same rapidity with which it increased. 
For this reason, the gain in this type of 
loans still appears to be an increasing 
menace overhanging the stock market. 
Business Conditions Weekly. Alexander 
Hamilton Institute, Oct. 27, 1928, p. 1:2. 


Reparations Plan to Name No Total, 
But Yearly Sums 


In the coming negotiations the reparations 
problem will be approached on the basis of 
fixation of the annual payments to be made 
by Germany over a definite number of years 
rather than fixation of a total sum. This 
method is favored both by the Agent Gen- 
eral for Reparations, S. Parker Gilbert, 
and by the international bankers, including 
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Americans. No official total was ever laid 
,down as representing the German debt 
under the Dawes Plan. That plan fixed 
merely annual payments by Germany, but 
for an indefinite period of years. It is 
now proposed to fix the annual payments 
by Germany, but for a definite number of 
years. It is entirely possible, however, that 
political factors will demand some sort of 
total for the satisfaction of public opinion. 
Certainly the French will wish to know 
what the final reckoning is in round figures. 
Even more emphatic appears this factor 
from the German side. Naturally the 
financial experts will reply that a long 
series of annual payments means this or 
that present value of the total, depending 
on what rate of interest is used for dis- 
count calculation. Nevertheless it is almost 
certain that some lump must be mentioned 
for the satisfaction of public opinic on 
both sides of the Rhine. Howev:.., it may 
work out that such an estimate will be but 
a by-product of the fixation of the annual 
German payments over a definite number 
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of years—for such is the formula to be 
adopted by the experts. 

One may speculate that the annual pay- 
ments will be fixed between $450,000,000 
and $500,000,000, which would be $100,000,- 
000 less than the normal Dawes plan pay- 
ments, though no one knows what the ex- 
perts will recommend. For how many years 
Germany will be asked to pay is too com- 
plicated to justify an estimate. Sixty-two 
would be a maximum to which the Germans 
would surely object. By Edwin L. James. 
The New York Times, October 22, 1928, 


Which Way Commodity Prices? 

Mr. Madon, an East Indian Economist of 
distinction, believes the trend of commodity 
prices may continue downward for many 
years. He argues that the Federal Reserve 
Banks should abandon a policy which tends 
to divert funds into the stock market, and 
“allow money to be cheap enough to be use- 
ful to operators in commodities.” By B. F. 
Madon. Commerce and Finance, Novem- 


ber 14, 1928, p. 2429:1. 


Administration: Regulations, Supplies, Communications 


Centralization Means Economy 


The figure work, transcribing, filing, and 
recording of the Roxana Petroleum Cor- 
poration is centralized in one bureau, which 
is located on one floor of a twelve-story 
building and serves fifteen departments. 
Three errand girls gather the work from 
all departments, carry it to the centralized 
bureau and return the completed work. A 
work schedule system has been adopted to 
eliminate peak loads. Along with the 
work schedule, a time study chart is kept, 
which shows the speed and the number 
of errors of each operator. This chart is 
a very effective means of showing individ- 
ual improvement and thereby stimulates 
competition. Centralization of these four 
essential operations has meant an economy 





of concentrated effort, has facilitated stand- 
ardization, and has effected a substantial 
saving of time and money. By W. Frank- 
lin Jones. The Office Economist, Novem- 
ber, 1928, p. 5:3. 


Typewriting in the First Grade? 


The question is raised whether we have 
not entered a new era in which typewrit- 
ing will entirely supersede handwriting 
just as printed books have superseded the 
laboriously handwritten manuscripts of the 
Middle Ages. Already many poets and 
writers are doing their original work on 
the typewriter instead of in writing. 
“Thinking on the typewriter” is becoming 
a common practice. Is it not entirely pos- 
sible that in the not remote future 
































the First Graders in our schools will be 
taught to operate the typewriter rather 
than to write by hand? Zeitschrift fiir 
Organization, September 5, 1928, p. 491:1. 


Curtailment of Waste in Office Supplies 


Experience of the Canadian National 
Railways in curtailing the waste in office 
supplies. The problem was attacked from 
two angles: 1. The determination of the 
requirement, the provision of materials 
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sufficient to the purpose, and their econom- 
ical purchase, storing and distribution to 
the users (solely a responsibility of man- 
agement). 2. Supervision and education 
of the workers in the economical use of 
materials provided. (Responsibility of 
management and workers). This study 
could well be used as a manual in the mat- 
ter of standardizing, purchasing and stor- 
ing office supplies. By C. U. Stapleton. 
American Stationer and Office Manager, 
October, 1928, p. 14:7. 


Organization: Job Analysis, Employment, Pay, Tests 


Office Personnel (Financial Incentives) 


The American Gas Association has a 
committee on Office Personnel and the 
Development of Office Labor Savings De- 
vices which aims to foster the promotion 
of office efficiency generally and seeks to 
accomplish its purpose through its two sub- 
committees, the one working towards the 
improvement of the mechanical side of 
office work and the other towards the wel- 
fare of the human side. This first report 
presents the results of an investigation 
made to determine the uses to which finan- 
cial incentives are being applied in the gas 
industry and advances some of the possi- 
bilities that await the further development 
of this very important phase of office man- 
agement. By J. L. Conover. 16 pages. 


Machine Accounting for the Accounts 
Payable Department 

A detailed and well illustrated descrip- 
tion of the accounting procedure of the ac- 
counts payable departments of the Public 
Service Electric and Gas Company and the 
Peoples Gas Light and Coke Company. 
It is estimated that the former plan will 
permit such reductions in labor costs as 
to pay for the machine installation within 
its first year of operation. The first plan 
provides for the preparation of the voucher 
check prior to the entry of the invoices 
on any accounting records. The second 
plan follows the practice of preparing the 
check after the invoices have been vouch- 


ered and entered on the several accounting 
records. Report of a Committee of the 
American Gas Association. By J. L. Con- 
over and S. J. Barrett. 40 pages. 


Customers’ Accounting and Develop- 
ment of Bookkeeping Machines 


Various developments in billing and 
bookkeeping which in the opinion of this 
committee of the American Gas Associa- 
tion, will tend to revise existing practice 
or to give rise to new methods of cus- 
tomers’ accounting in the public utility in- 
dustry. By J. L. Conover. 4 pages. 


Testing Imagination and Decision 


A series of tests are given for rating 
constructive imagination and decision, which 
are stated to be two of the most important 
for the man who would make himself more 
valuable in the business world. By New- 
man L. Hoopingarner. System, November, 


1928, p. 599 :4. 


Golf vs. Details 


The author’s conception of the position 
of office manager is that he is an executive 
of importance in the organization, and that 
the dictionary definition of an executive 
as “one who follows through” is a very good 
one. Let it be assumed that he have 
thorough managerial control of his office, 
which would involve these three major 
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duties: 1. A knowledge of what there is 
to do, which means a comprehensive knowl- 
edge of all the details of the office. 2. A 
knowledge that the means to accomplish 


these details are available. 3. Knowledge 
that the work is performed in the proper 
order and sequence. W. H. Leffingwell, 
System, November, 1928, p. 617 :2. 


Benefit Systems and Incentives: Pensions, Profit-Sharing, Suggestions, 


Vacations, Stock Ownership 


A Bid for Business Ideas 


The Peoples Gas Light and Coke Com- 
pany inaugurated their suggestion plan in 
1924. The suggestion committee now in- 
cludes a vice-president and an assistant 
from each of the five executive departments 
of the company, and a representative of an 
allied research organization. The system is 
administered by a full-time secretary and 
assistant, and whenever the committee 
adopts a new suggestion relating to any ser- 


vice of the company, this adoption amounts 
to an executive order placing it in effect. 
The plan has brought in about 5,000 sug- 
gestions in its four years of operation, and 
for these over $7,000 has been awarded. 
The minimum cash payment is five dollars 
and there is no fixed maximum amount, 
For example, an employee was paid $150, 
and a little later, after a practical test, 
$700 was added to this amount. By W. 0. 
Hodgdon. System, November, 1928, p. 
586 :6. 


PRODUCTION MANAGEMENT 


General: 


Regulation of Factory Overhead 
Factory overhead may be reduced through 
discipline, education, research, incentives— 
including the executive bonus. The known 
relation of production volume to expense 
leads to a stabilization of output. Budget- 
ary control is a powerful means of regu- 


Plant: 


Why Not Have a Well-Kept Plant? 


The president of the Kingsport Press 
tells how the maintenance of his plant 
was analyzed and the janitor service defi- 
nitely scheduled. By E. W. Palmer. Man- 
ufacturing Industries, November, 1928, p. 
521 :4. 


Location, Lighting, Heating, 


Why We Moved to a Smaller Town 


The president of the Royal Metal Man- 
ufacturing Company gives his reasons for 
the relocation, and the following points 


Promotion, Organization, Policy, Development. 


lating expense. The one element having 
more influence on results than all others 
combined is the human element. The finest 
and most scientific procedure will not oper- 
ate automatically. By H. G. Perkins. 
Manufacturing Industries, August, 1928, p. 
265 :4. 


Ventilation 


to consider in choosing a new plant site: 

i. Nearness to market and source of 
materials. 

2. Transportation. 

3. Labor. 

a. Is there an adequate supply of men 
or women or both? 

b. Are they native or foreign? Skilled 
or unskilled? Steady or floaters? Intelli- 
gent? Home-owning? 

c. Are there any union factories in the 
town? 















% 








d. Have there been labor difficulties, 
strikes, or unrest? 

e. Does the wage ievel fluctuate or is 
there occasional shortage of labor due to 
demands of large local industries? 

f. How do wage levels compare with 
other towns? 

Banking facilities. 

Fire protection. 

Insurance rates. 

Building costs. 

Civic standards. 

Schools, hospitals and community 
facilities. 


CONAMS 


Training and Education: 
Publications, Bulletin Boards 


Recruitment and Training of Skilled 
Workers and Technical Staff in 
Great Britain 


The educational facilities provided for 
employed young persons in Great Britain 
include apprenticeship, continuation schools, 
junior day technical schools, senior day 
technical schools and similar institutions. 
The most important general development 
in technical education since the war is 
the raising of the standard of part-time 
study by means of national certificates and 
similar schemes in various industries. From 
information supplied by Sir Arthur Bal- 
four. League of Nations: Economic and 
Financial Section. International Economtic 
Conference, May, 1927, p. 3:4. 


Technical Education and Training in 
Germany 


Includes the training: a. of artisans and 
factory workers, the latter divided into 
skilled, semi-skilled, and unskilled; b. tech- 
nicians and engineers of intermediate 
grades; c. students of the technical insti- 
tutions of university rank. Practical in- 
dustrial training is given for the mosi part 
in workshops and factories. The period 
of training of artisan apprentices is usu- 
ally three or four years between the ages 
of 14 and 18. The improvement and com- 
pletion of practical training, the acquisi- 
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10. Liability of the town to violent 
storms, hurricanes or very heavy snow falls. 

11. Purity, sufficiency and cost of water. 

12. Cost of fuel and power. 

13. Cost of surrounding land in case of 
expansion. 

14. Taxes and assessments. 


15. Local transportation—street car and 
roads. 

16. Possibilities of securing minor ex- 
ecutives. By Irving Salomon. J'actory 
and Industrial Management, November, 


1928, p. 910:4. 


Schools, Libraries, Apprenticeship, Employee 


tion of a knowledge of economics and 
business, are the task of the vocational and 
continuation schools established and main- 
tained by the State and communes, as well 
as of the lower technical schools, some of 
which are founded by industrial corpora- 
tions. Those who enter the intermediate 
grades in technical work must have in 
principle completed a period of between 
one and three years’ continuation educa- 
tion. Training is directed not so much 
towards the acquisition of manual skill as 
to familiarizing the student with works 
organization. The technical institutions of 
university rank in Germany and the schools 
of mining are intended for training the 
leaders of industry. In order to qualify 
for entrance, students must possess the 
leaving certificate of a “Gymnasium” or 
the “Oberrealschule”. They are required 
to do practical work in a factory for from 
six to eighteen months. From information 
supplied by M. C. Lammers. League of 
Nations: Economic and Financial Section. 
International Economic Conference, May, 
1927, p. 6:4. 


Profits from Apprentice Training 
In the West Philadelphia plant of the 
General Electric Company the cost of edu- 
cating the individual apprentice is about 
$3,000, but this expense is recovered when 
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he takes a supervisory job. Experience 
shows that 65 per cent of the graduates 


become permanent employees. Interview 
with John W. Upp. The Iron Age, Octo- 
ber 11, 1928, p. 879:4. 


Your Foremen 


In this monthly department for man- 
agers various suggestions for developing 
foremen are given such as a plan for giv- 
ing a better picture of the principles and 
procedure involved in setting up and man- 
aging an industrial enterprise, sources 
where motion pictures may be obtained, and 
the operation of a book club for foremen. 
The Industrial Executive, October, 1928, 
p. 128:2. 


Record Foreman Training Class at 
Johns Manville Co. 


The largest foreman training class in 
the State of New Jersey has been or- 
ganized at the Johns Manville Company, 
Manville, through the effort of the Uni- 
versity Extension Division of Rutgers 
University and the co-operation of offi- 
cials of the company. The class has a 


Industrial Economics: Labor and 
Immigration 


A Talk with the Workers of Soviet 
Russia and Fascist Italy 

With the exception of the industrial 
worker (the Soviet’s whiteheaded boy) 
the working class in Russia is in pitiable 
condition, and in terror of the government 
authorities. In Italy while the intellectuals 
do not enjoy having their thinking done 
for them, the workers realize that the 
present régime has obtained splendid re- 
sults for the country. By Whiting Will- 
iams. Nation’s Business, November, 1928, 
p. 18:3. 


Wages and the Cost of Living 
In August, 1928, as well as July, the 
unusual situation of rising employment 
and general industriai activity is encount- 
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membership of one hundred and forty. A 
supper is first served in the plant cafe- 
teria to all members of the group, through 
the courtesy of the company, which makes 
it possible for the students to remain at 
the plant until the session is ended. Uni- 
versity Extension Record, November, 1928, 
p. 4:1. 


Here’s How 


Training is an important and continu- 
ous function of the Hawthorne Operating 
Branch of the Western Electric Company, 
Most of the training is done by the super- 
visor or by an experienced operator dele- 
gated by him, although in some depart- 
ments the nature of the work requires reg- 
ular instructors. Neither does training 
stop after the first few weeks or months 
required to learn just one job. To make 
the veteran operator more valuable he 
must be allowed to take up other work of 
higher grades. Job rotation not only takes 
away the staleness of one line of work, 
but it is possible to retain operators by 
shifting them in case of a slackening in 
a particular class of work. Western Elec- 
tric News, November, 1928, p. 16:3. 


Capital, Legislation, Wage Theory, 


ered at a period in the year which usually 
witnesses the opposite tendency. Tables 
are given showing average earnings, em- 
ployment and hours of work—all wage 
earners; average earnings by labor groups; 
changes in the cost of living for Septem- 
ber, 1928. N. JI. C. B. Service Letter, Oc- 
tober 25, 1928. 


High Wages Ascribed to Industrial- 
ization 

Industrialization in the United States 
has placed the American wage at three 
times the British and four times the Ger- 
man level, while at the same time per- 
mittirg the annual exportation of about 
$2,000,000,000 of manufactured goods, it 
was stated November 20, by the Chief 




















of the Industrial Machinery Division, W. 
H. Rastall, Department of Commerce, in 
an address before the Middle-Western 
Foreign Trade and Merchant Marine Con- 
ference, held in Chicago. Ill. 

The purchase and installation in Ameri- 
can industries of $23 worth of machinery 
per year for each man, woman and child 
of the population is responsible for the 
high wage, said Mr. Rastall. The indus- 
trialization of foreign countries which is 
taking place at a less rapid rate than in 
the United States, will have a significant 
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effect in stimulating their international 
trade and shipping facilities as required 
for its development. 

Asia, from an industrial standpoint, is 
probably the most backward, Mr. Rastall 
said. Since the Armistice, Asia has ab- 
sorbed more than $1,000,000,000 of indus- 
trial machinery. This equipment, he said, 
is working in numerous ways to increase 
the wealth and standards of living of the 
people of that continent—U. S. Daily. 
Nov. 21, 1928. 


Group Insurance, Pensions, Vacations, 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


The Foremen’s Bonus 


A description of the Foremen’s bonus 
plan in the Autocar Company based on 
the controllable overhead, indirect labor, 
scrap and expense material. A foremen’s 
bonus should serve as an effective incen- 
tive to total plant efficiency as well as to 
individual departmental efficiency. The 
Autocar plan pays $25 to each foreman 
when the whole plant is up to standard 
and another $25 to each foreman whose 
own department is up to standard. The 
bonus should be more valuable in slack 
times than during heavy production. By 
Glenn Gardiner. The Industrial Execu- 
tive, October, 1928, p. 115: 3. 


Essentials of a Pension Plan 


The modern pension plan should be con- 
tributory, unless the employer is able to 
provide a pension of substantial amount 
without contributions from the employees. 
It should be contractual. It should be 
sound at its inception. It should be re- 
valued periodically. It shoud be kept sound. 
The funds should be provided annually by 
spreading the cost over the future ser- 
vice life of each employee individually. It 
should be funded and out of the reach of 
the vicissitudes of the business. By G. 
Powell Hamilton. Industry, Nov. 10, 
1928, p. 14. 


German Wages More Than They 
Appear 


Actual wage payments to steel work- 
ers are higher than a table of wage rates 
woud show, as practically all steel work- 
ers are receiving the 25 per cent bonus for 
overtime work. Wages are also relatively 
higher as the cost of living in Germany 
is lower than in Britain and a majority of 
the workmen live in cottage dwellings pro- 
vided by the companies at small rentals, 
buying food and other necessities from 
the company stores at low prices. Wages 
paid to foremen are considerably higher 
than in Great Britain. Jron Age, Nov. 1, 
1928, p. 1108. 


Analysis of Principles Involved in Task 
Work with Bonus 


The following analysis undertakes to 
trace the logical coherence of some man- 
agerial principles following necessarily 
from a given set of postulates. No at- 
tempt is here made to outline the technique 
of their application, chiefly because it can- 
not be alike in any two individual cases, 
and partly because the technique in each 
individual case would reveal itself to an 
experienced person from the principles out- 
lined and circumstances encountered. By 
Walter N. Polakov. American Machinist, 
Nov. 15 and 22, 1928, pp. 753 and 811. 
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Employees’ Relief and Loan Plan 

According to the plan which was adopt- 
ed by the Works Council at Schenectady 
and approved by the Board of Directors 
of the Company, in November, 1926, the 
General Electric Company has contributed 
to the Employees’ Relief and Loan Plan 
over $73,000, representing an amount equal 
to that contributed by the employees. It 
has been the aim of the trustees to make 
this plan a financial assistance in an emer- 
gency, not a banking facility. Investigations 
for loans have been conducted on a busi- 
nesses-like basis, yet without embarrass- 
ment to the applicant. The relief feature 
of the plan has also proved very success- 
ful. Schenectady Works News, Nov. 16, 
1928, p. 3:2. 


Value of Mutual Benefit Associations 

The sum of $1,800,000 represents the 
economic loss each year through prevent- 
able sickness and death of workers. At 
least one-half of this death loss and dis- 
ability rate is preventable and postponable 
by proper medical supervision. A _ billion 
dollars can be saved a year by improving 
the health of the working man. Periodic 
health examinations, health education and 
instruction in community hygiene can all 
be provided by employing concerns. A 
company doctor, a visiting nurse, and some- 
times a little specialist service are fre- 


Labor Relations: 
Arbitration 


Recent Trends in Industrial Relations 
in Great Britain and Germany 


The outstanding trend in these coun- 
tries today is the increasing consciousness 
among all parties of the importance of 
applying scientific methods to the conduct 


of industry. Particularly, in England, the 
labor group is exerting pressure on those 
in control of industry for increased effi- 
ciency. Forty-seven Joint Industrial Coun- 
cils exist in Britain, covering industries 


quently provided but complete and thor- 
ough physical examinations for every em- 
ployee at stated intervals are much more 
rare than they should be. Employers spend 
unlimited amounts for factory inspection 
in order to keep their machinery as near 
100 per cent efficient as possible, but they 
take no pains to see whether the men who 
run the machines are more than 50 to 60 
per cent efficient. 

The best way to present the plan to the 
workers is to encourage them to start a 
mutual benefit association, which will be 
under their control and will furnish ade- 
quate sickness and death benefits and a 
periodic health examination. There are 
two types of mutual benefit associations: 
in the first type the employer pays only 
a nominal sum to the maintenance of the 
association and the employees maintain the 
organization by contributing a definite 
amount out of each week’s pay; in the sec- 
ond type the employer contributes a sum 
sufficiently large to give him a voice in 
determining the conditions under which 
the money should be distributed. Unless 
the plant is very large, it is wise to rein- 
sure the membership of the mutual benefit 
association with an insurance company. A 
small group would be unable to withstand 
the strain imposed by an epidemic or an 
unusual number of deaths. Management 
Supplement, Babson’s Reports, November 
12, 1928, p. 4:2. 


Collective Bargaining, Employee Representation, 


employing about 3,000,000. A joint in- 
dustrial council presupposes effective or- 
ganization on both sides, and consists of 
equal representatives from the employers’ 
associations and the trade unions concerned. 
Joint industrial councils have launched sev- 
eral significant essays in joint research 
and fact finding. In Germany employers 
took the initiative and the unions accepted 
the program for greater and cheaper pro- 
duction. Here also there is the first attempt 
to formulate by law (the Weimar Con- 
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stitution of 1919) a centralized, systematic, 
completely new scheme for an economic 
democracy. Research departments in both 
unions and employers’ organizations are 
much more developed in Germany than in 


England or America. Rationalization has 
had more attention in Germany than the 
human factor. By Ben M. Selekman. 
Bulletin of the Taylor Society, October, 
1928, p. 178:9. 


Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


A Simple Plan that Controls Production 


A set of tag coupons is shown com- 
prising the production record of Wyman, 
Partridge and Company (shirt factory). 
The system has been found reliable and 
economical. By H. M. Hitchcock. Fac- 
tory and Industrial Management, Novem- 
ber, 1928, p. 908 :2. 


Organized for Standardization 


Experience of the Holeproof Hosiery 
Company in organization and methods 
which can be profitably employed in sim- 
plifying and standardizing materials, equip- 
ment, methods and products. 

When the various projects are planned, 
consideration will have been given to the 
estimated savings expected. After a pro- 
ject is completed, comparison of the ac- 


Research and Experiment 


Price Stabilization Through Trade Or- 
ganization and Statistical Co-operation 


The following essential principle is 


stated: that price stability must mean out- 


put elasticity, and that output stability must 
mean price variability. In the economic 
world as it is, if one has the former it is 
necessary to renounce the latter, or choose 
the latter and forego the former. The 
recent movement towards the establish- 
ment of industrial institutes affords a good 
opportunity to test the scope and meaning 
of settled principles. Typical among these 
institutes are the American Petroleum In- 
stitute, the Cotton Textile Institute, and 
the Rubber Institute. It seems clear that 
trade co-operation as represented in in- 
dustrial institutes, organized and conducted 
in good faith, will assist materially in the 


tual savings with the cost of standardiza- 
tion program will provide the management 
with a measuring stick for determining the 
profitableness of the investment in stand- 
ardization and simplification. By Frank 
A. Buese. Manufacturing Industries, No- 
vember, 1928, p. 505 :6. 


Using Inspection Data to Control 
Quality 


A member of the inspection engineering 
department, Bell Telephone Laboratories, 
gives this method of finding out at what 
point maximum quality is obtained at mini- 
mum costs, and of holding variations with- 
in definite limits. By H. F. Dodge. Man- 
ufacturing Industries, November, 1928, p. 
$i7 <3. 


problems of the price system. They should 
help to prevent those maladjustments, in- 
consistencies and irregularities in price 
movements which are the bane of conserva- 
tive business. By Myron W. Watkins. 
The Annals of the American Academy of 
Political and Social Science, September, 
1928, p. 44:7. 


Industrial Changes Due to Chemistry 


The highest aim of industrial research 
is to deduce the principles of technology 
and to apply them to the future as well 
as to the present. The study of indus- 
tries in their historic development, loca- 
tion, distribution, and strictly commercial 
aspects is a subject of increasing useful- 
ness in technology and therefore in indus- 
trial research. The successful direction of 
research activity towards the achievement 
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of a new branch of manufacture that fills 
a real need is the most valuable contribu- 
tion that can come from any one indus- 
trial research group or laboratory. 

A short history of techno-chemical re- 
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search in America is outlined and also some 
research accomplishments. By Edwin R. 
Weidlein. The Annals of the American 
Academy of Political and Social Science, 
September, 1928, p. 15:19. 


MARKETING MANAGEMENT 


Analysis of Wholesalers’ Operating 
Costs 


It is believed that this study not only 
presents data that prove that the cost of 
handling does vary for different products 
but also shows clearly why the average 
cost on his whole line is not sufficient for 
the jobber’s guidance in determining the 
merchandise to be handled and the manner 
in which it should be handled. In addition 
to indicating the major reasons for the 
difference in handling costs, this study 
provides a method by which any jobber 
can analyze his own business without un- 
due labor to determine what he is han- 
dling at a profit. and what at a loss. It 
furthermore provides a method that can 
be applied by various jobbers with such 
uniformity that comparisons of results 
should prove exceedingly valuable to all 
jobbers making use of it. By Thomas M. 
McNiece. Harvard Business Review, Oct., 
1928, p. 20:15. 


Survey of Wholesaling 


A survey for the purpose of clearing 


away “the fog of misunderstanding” 
around the wholesaler or middleman, as a 
factor in distribution is to be made by 
two committees of the National Wholesale 
Conference which met recently under the 
auspices of the U. S. Chamber of Com- 
merce. Analysis will be made of such 
problems as: functions performed by the 
wholesaler in warehousing products and 
“breaking down” shipments into small lots; 
factors affecting wholesaling, such as group 
buying and the development of chain 
stores and mail-order houses; the most ef- 
fective methods developed by wholesalers 


to meet changing conditions such as the 
size of economical trading areas, selection 
of customers based upon profitable opera- 
tion and minimum sizes of orders; pre- 
vailing credit practices in wholesaling. New 
York Times, November 18, 1928. 


The Fallacy of 100 Per Cent Distribution 


An intelligent analysis of markets and 
outlets in any territory will show the folly 
of over-duplication of outlets. When a man- 
ufacturer does anything that tends to en- 
courage this without contributing to the 
increase of consumption, he merely in- 
creases his selling cost and reduces the 
possibility that any other manufacturer in 
his line will receive an adequate profit 
on service rendered. There will continue 
to be over-distribution until both manufac- 
turers and wholesalers determine to sup- 
port those in the retail field who deserve 
te continue,—those who enter the field with 
proper capital, experience and character 
equipment, and refuse hazardous credit to 
those who are unqualified. By Irving S. 
Paull. Sales Management and Advertisers’ 
Weekly, November 10, 1928, p. 343:5. 


Selling to Maintain Prosperity Margin 


Control of selling costs includes: crea- 
tion of demand, establishment of outlets, 
influeicing of markets and maintenance 
of sales spirit. Certain industries have re- 
duced their sales costs and increased their 
competitive understanding through the es- 
tablishment of quantity survey institutes 
or estimating bureaus. Such bureaus elim- 
inate duplication of effort, reduce unit costs 
of estimating and create additional confi- 
dence because the estimate held by each 
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competitor is identical. It is a practical 
method of eliminating cheating or buying 
by confidential quotations or deliberate 
omissions. By W. C. Conger. The Iron 
Age, Oct. 25, 1928, p. 1022:3. 


Conditions Are Changing, Mr. Whole- 
saler, Are You? 

If the wholesaler wants to live and 
prosper, he must concentrate in a smaller 
area. He cannot get the business which is 
one hundred miles away and on a profit- 


Sales Promotion: 


How a New Sales Promotion Plan In- 
creased Our Business 


Every letter that goes out from the firm 
of H. & C. Davies & Co., Ltd, has 
printed, either in the left-hand margin or 
at the foot, a definite, illustrated offer of 
some one of the lines which are being 
sold. In this way, each of the depart- 
ments advertises the goods sold by the 
others. Usually the offer is priced, as 
direct sales are apt to result. This plan 
is of especial value to firms having more 
than one department, as it often happens 
that customers in trading with the prin- 
cipal department of a business, are entire- 
ly ignorant of the existence of other small- 
er and less important ones. By E. J. 
Jackson. Business, October, 1928, p. 202 :2. 


Why We Have No More Adjustment 
Squabbles 

It was found by the Electric Hose and 
Rubber Company that adjustments used 
to' cause no end of trouble. The exchange 
of letters had the tendency of exaggerating 
the importance of many complaints. Then 
the company decided about four years ago 
to allow their customers to settle their 
own complaints. They simply reply to 
every complaint that they will be glad to 
allow the customer to make any adjust- 
ment that he thinks proper. Now when 
a wholesale customer receives a complaint, 
he feels that the company has put the re- 


able basis, so he must learn from his 
younger and less experienced teacher, the 
semi-wholesaler in the small town, and 
profit by his example. By concentration 
in a limited territory adjacent to the ware- 
house, the cost of operation is reduced, the 
turnover is proportionately greater, the 
business cares and worries are lessened 
and the ultimate consumer is served much 
better and is more satisfied. By T. H. 
Van Horn. The Red Barrel, Oct. 15, 
1928, p. 16:3. 


Letters, House Organs, Advertising 


sponsibility up to him to look after its 
interests. He knows that he is going to 
get what he asks for, and he tries to hold 
his complaining customer down to a fair 
adjustment. The present policy is advo- 
cated not only because it has made the 
conducting of the business much pleasanter 
by cutting out disagreeable correspondence 
and misunderstandings, but it has also paid 
in dollars and cents. By C. D. Garretson. 
Sales Management and Advertisers’ Week- 
ly, Nov. 17, 1928, p. 420:3. 


Nine Essentials of a Good Sales Contest 


The contest must first of all be based on 
a good idea, which is the easiest thing in 
planning effective competition among sales- 
men. 2. Reasonable quotas should be set; 
if they are unreasonable it is difficult to 
build competitive interest. 3. A sensible 
point system is needed and it must be fair 
to all the salesmen. 4. The selection of 
prizes is important and whichever type of 
prize is given the award should be com- 
mensurate with the effort. 5. Provisions 
should be made to give each salesman a 
fair show; cubs are not expected to win 
sales contests but a geod point system 
which allows them to at least get in the 
running gives them encouragement of the 
type needed. 6. The duration of the con- 
test is important in determining many of 
its features; if it lasts too long, the idea 
of competition loses its novelty. 7. Provi- 
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sions must be made to provide for an after- 
contest slump. 8. Be sure the salesmen 
do not oversell. 9. As a rule, straight 
increase in sales volume is not a good 
measure for contest awards: a point sys- 
tem is usually best. Printers’ Ink, Nov. 
15, 1928, p. 84:2. 


Ensemble Marketing: Where Is It 
Leading Us? 


A leading department store decided to 
equip their salesmen to couple advisory 
ability with their knowledge of the stock. 
Authorities on home decoration were 
brought in to coach their men. Copies of 
the better books on the subject were 
bought and the men urged to read them. 
The salesmen found that they could not 
take for granted that the customer had 
good judgment in the matter of working 
out correct and harmonious ensembles. 
Some of the possibilities opened by en- 
semble marketing in a general way are 


Buying, Receiving, Storing, Shipping 


New Shipping Methods Cut Costs in 
Handling Steel Sheets 


Loading and unloading steel sheets has 
beet: facilitated by shipping in open-top 
ca.5. Yime of unloading has been reduced 
fro. % to 3 hours to 15 to 20 minutes. 
Wile nc method has yet been devised for 
the complete elimination of moisture these 
shipments in open-top cars are protected 
against it. Sheets are not scratched as 
much as they formerly were when dropped 
out of a box car. A drawing shows the 
method of banding bundles of sheets. By 
W. H. Lloyd. Jron Trade Review, Oct. 
25, 1928, p. 1056:2. 


Better Packing 

In analyzing departments where operat- 
ing costs are high, where customers’ com- 
plaints are above the average, where losses 
through breakage are wumnusually heavy, 
where the delivery problem is most trouble- 
some, and where profits are absorbed by 
costs behind the scenes, the question of 
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these: It lays before the consumer prop- 
erty related articles in such a way that 
purchase of ill-mated items is minimized, 
It turns the customer’s mind toward a 
larger purchase at one time. It may sug- 
gest joint sales promotion measures on the 
part of manufacturers of related goods, 
By Ray Giles. Advertising & Selling, 
Nov. 14, 1928, p. 17:4. 


The Economics of Public Relations 


The subject is discussed at some length, 
as to the characteristics of customers, phy- 
sical service of the company, appearance 
of physical equipment, direct personnel 
and company contacts, indirect personnel 
and company contacts, merchandising elec- 
trical goods, customer ownership of se- 
curities, publicity and advertising, and the 
public relations of the future. By Gail 
Belden. The N. E. L. A. Bulletin, No- 
vember, 1928, p. 663 :9. 


Unit Packing stands out like a sore thumb. 
So wide is the range of economy covered 
by Unit Packing, that to many a business 
it is a godsend. 

Generally, Unit Packing is better and 
more economical for the store even though 
it assumes the entire cost. By A. C. Albee. 
N. R. D. G. A. Bulletin, November, 1928, 
p. 495 :3. 


Direct Purchase of Imported Raw 
Materials 


Both the methods and the organization 
for purchasing raw materials must be 
adapted to meeting changing conditions. 
Rarely will a single method be sufficient. 
The central buying organization must be 
so adjusted that it can take advantage 
of favorable conditions at any time and at 
any place. A manufacturer of rubber 
goods, for example, may find it to his ad- 
vantage to buy crude rubber now from 
London merchants, now in the spot market 
in New York, now directly in Singapore. 
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An alertness based on a thorough knowl- 
edge of market conditions and an elasticity 
of organization that enables purchasing 
methods readily to be adapted to changing 
market situations are essential in success- 
ful raw material purchasing, whether in 
the foreign or in the domestic market. 
By George B. Roorbach. Harvard Busi- 
ness Review, October, 1928, p. 35:8. 


Co-operative Retail Buying in the Drug 
and Grocery Trades 

Competitive retailers may co-operate for 
any one or more of at least three purposes: 
to exchange information’, to advertise col- 
lectively?, to buy collectively. The aim 
of collective buying is to reduce the pur- 
chase price, to secure some control of the 
channels of distribution, and collectively to 
develop private brands. There are several 
types of collective buying by retailers, 
ranging from loosely organized buying 
clubs and pools, and buying syndicates, to 
legally incorporated companies operating a 
warehouse. This article is primarily con- 
cerned with co-operative retail buying as- 
sociations of unit retailers. 


Salesmen: 


A Test-Tube Analysis of Sales Man- 
agers and Salesmen 


One of the first elements in a sales man- 
ager is that he should have a student type 
of mind. That is, a good sales manager 
should be somewhat serious in his attitude 
toward life. The second element that arises 
from the test-tube in the analysis of a 
sales manager, is that of a systematic and 
orderly type of mind. Tue third element 
is a flare for advertising and the ability 
to write well. The fourth element is that 
of generosity; a sales manager should have 





1The Retail Association, New York City, is an 
example of that type. 

*The following organizations were formed pri- 
marily fur ihat purpose: Better Service Stores, 
Inc., Portland, Oregon; Omaha Handy Service 
Stores, The Rexall Club of St. Louis, and the 
Red Star Stores of Syracuse, New York. 


Co-operative retail buying associations 
do not eliminate any functions performed 
by other wholesale distributors. They do 
reduce the cost of performing certain func- 
tions. They also shift the complete per- 
formance of some and partial performance 
of others to other distributors. In so do- 
ing, they reduce their total expense and 
thereby appear to operate at greater net 
savings than do competing service whole- 
sale houses in the same trade. Actual 
savings represent a net advantage which 
accrue to this method of operation. Those 
resulting from a shift in performance, 
however, are not real and should be con- 
sidered only in connection with the added 
expense accruing to the manufacturer, 
wholesaler, or retailer who assumes per- 
formance. Only if the combined figure is 
less than the similar one for competitors, 
is such a shift economically justified. The 
next step is then to prove, if possible, the 
extent to which the savings attributed to 
co-operative retail buying associations are 
real and to what extent they indicate a 
shift of performance. By Wilford L. 
White. Harvard Business Review, Octo- 
ber, 1928, p. 59:9. 


Selection, Training, Compensation. 


a generous and kindly element in his make- 
up. The final element is that of patience 
and vision. 

One of the first characteristics of an 
ideal salesman is the possession of a cer- 
tain histrionic ability. In other words he, 
must be an actor. The second element is 
the characteristic of curiosity. The third 
is that of a good memory. Another eie- 
ment is that of cheerfulness. And finally, 
every salesman must have the ability to 
observe. 


In the final analysis, no ideal sales man- 
ager or ideal salesman can help possessing 
those certain qualities that are character- 
ized by the old shop-worn word, “Person- 
ality.” By C. T. Thompson. Printers’ 
Ink, Nov. 15, 1928, p. 172:3. 
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The Salesman’s Motor Car 


Who shall own the salesman’s automo- 
bile? The tendency seems to be toward 
salesman-ownership and a fixed mileage 
allowance. Nation’s Business, November, 
1928, p. 102. 


Twelve Methods of Paying Salesmen 


The method by which a salesman should 
be compensated depends upon the prob- 
lems he has to meet. The sales manager 
should endeavor to choose a plan which 
will develop the qualities needed for these 
problems. Following are twelve plans for 
compensating salesmen: (1) Sliding com- 
mission plan, (2) Group commission plan, 
(3) Salary, expense and commission plan, 
(4) Bonus on net profits, (5) Bonus on 
total sales, (6) Bonus on quota excess, 
(7) Bonus on low sales costs, (8) Bonus 
on service to the house, (9) Bonus on in- 
creased efficiency, (10) Bonus on promo- 
tional work, (11) Bonus on branch office 
sales, (12) Straight salary plan. 

Many companies are returning from ex- 
periments with bonus plans to the old- 
fashioned straight salary basis. The sales- 
man who has an assured income, who does 
not need to worry about his salary total, 
can give better attention to his job. Reg- 
ular promotion is a sufficient incentive and 
a safer one. Business Sales Bulletin, Bab- 
son’s Reports, October 9, 1928, p. 4:1. 


The Line of Least Resistance 


The best salesman that the author ever 
knew made the statement, “It is possible 
to sell anything to anybody provided you 
find the line of least resistance.” The av- 
erage salesman meets his greatest resist- 
ance at the very outset of his call, simply 
because he is a salesman. To get around 
this barrier the salesman in question cre- 
ated, in the first place, a strong sugges- 
tion by his very appearance that here was 
a man well worth talking to. Then he 
managed to convey by suggestion rather 
than by direct words, that he was a man 
who did not call on every one. He cre- 
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ated an atmosphere of a professional ad- 
viser rather than that of a salesman, and 
as a matter of fact gave a mass of inter- 
esting and valuable information,—facts that 
the prospect would be glad to know, but 
all pointing directly toward the desirabil- 
ity of the service he was selling. Having 
entered the prospect’s consciousness through 
the line of least resistance, as an adviser 
rather than as a salesman, the prospect 
would, in at least seven cases out of ten, 
ask for the word of advice which had 
been promised and follow it immediately, 
By W. L. Barnhart. Printers’ Ink, Oct. 
25, 1928, p. 102:3. 


A Successful Sales System 

A large and consistent writer of life 
insurance on the Pacific Coast credits his 
success in a great part to the working 
system which he has evolved for himself. 
It includes among other features a detailed 
record of his business for seventeen years. 
His figures prove that success will follow 
in ratio to the number of calls made ina 
day. When this salesman knows. that 
every working day is worth $42.58 to him 
in new business, he knows just where he 
stands. This method also represents peace 
of mind, contentment, a nicety of adjust- 
ment with life which eliminates the depths 
of despair and the heights of exultation 
to which the average salesman is subject. 
He knows too that his average will auto- 
matically increase from year to year with 
no other effort on his part than consistent- 
ly following the program which he laid 
out seventeen years ago—a program which 
is nothing more nor less than seeing as 
miany persons as possible each working 
day. By E. R. Fuller. American Mutual 
Magazine, October, 1928, p. 10:3. 


Why Should Constructive Competition 
Be Damned? 

The local merchant can learn the art of 
merchandising from the chain store and 
yet retain its advantaze of the interpreta- 
tion after intense study of local demand 
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and an intelligent catering to the peculiar 
or distinctive wants of the community. 
We must learn to compete but not to de- 
stroy—to compete, but continue to be mer- 
chants, rightfully earning a profit and cre- 
ating and maintaining public confidence in 
the profession of merchandising. Price- 
slashing is a poor device in merchandising. 


Cutting prices, making impossible conces- 
sions and offering lavish services for the 
sake of gaining volume may be pure de- 
lusion. Keep your eyes on the cost of 
getting volume and remember that volume 
is a liability if it doesn’t pay a profit. 
By L. W. Bevan. Retail Ledger, October, 
1928, p. 7. 


Publications of the League of Nations 
Available from The World Peace Foundation (Agent), 40 Mount Ver- 


non Street, Boston, Mass. 


Principal Features and Problems of the 
World Economic Position from the 
Point of View of the Different Coun- 
tries.—Italy, Latvia, Norway, Portu- 
gal. International Economic Confer- 
ence, Geneva, May, 1927. 34 pages. 
30 cents. 

Principal Features and Problems of the 
World Economic Position from the 
Point of View of the Different Coun- 
tries—Bulgaria, Estonia, Hungary, 
Kingdom of the Serbs, Croats and 
Slovenes. International § Economic 
Conference, Geneva, May, 1927. 35 
pages. 30 cents. 

Principal Features and Problems of the 
World Economic Position from the 
Point of View of the Different Coun- 
tries—Czechoslovakia, Denmark, In- 
dia, New Zealand. International Eco- 
nomic Conference, Geneva, May, 1927. 
31 pages. 30 cents. 

Principal Features and Problems of the 
World Economic Position from the 
Point of View of the Different Coun- 
tries—Belgium, Brazil, Colombia, 
Greece, Poland, Union of South 
Africa. International Economic Confer- 
ence, Geneva, May, 1927. 43 pages. 30 
cents. 

International Cartels. By D. H. Mac- 
Gregor. League of Nations, Geneva, 
1927. 7 pages. 10¢. 

Cartels and Combines. By Dr. Kurt 
Wiedenfeld. League of Nations, Gen- 
eva, 1927. 36 pages. 30¢. 


General Principles for the Organisation 
of Factory Inspection. International 
Labour Conference, Geneva, October, 
1923. 40 pages. 


Factory Inspection—Historical Develop- 
ment and Present Organisation in Cer- 
tain Countries. International Labour 
Office, Geneva, 1923. 316 pages. 5s. or 
$1.20. 


Report on General Principles for the 
Organisation of Factory Inspection. 
International Labour Conference, Gen- 
eva, October, 1923. 214 pages. 


Supplementary Report on General Prin- 
ciples for the Organisation of Factory 
Inspection. International Labour Con- 
ference, Geneva, October, 1923. 42 pages. 


Second Supplementary Report on Gen- 
eral Principles for the Organisation 
of Factory Inspection. International 
Labour Conference, Geneva, October, 
1923. 33 pages. 


World Economic Conference—Discus- 
sion and Declarations on the Report 
of the Conference at the Council of 
the League of Nations. Geneva, 1927. 
14 pages. 154. 


National and International Monopolies 
from the Point of View of Labour, 
the Consuming Public, the Rational- 
isation. By Professor Julius Hirsch. 
International Labour Office, Geneva, 
1926. 44 pages. 40¢. 
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Papers Relating to Schemes of Interna- 
tional Organisation for the Distribu- 
tion of Raw Materials and Foodstuffs. 
International Labour Office, Geneva, 
1920. 15 pages. 

Methods of Economic Rapprochement. 
By Eugéne Grossmann. League of 


Nations, Geneva, 1926. 36 pages. 40¢. 
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Recent Monopolistic Tendencies in In. 
dustry and Trade. By M. Gustay 
Cassel. League of Nations, Geneva, 
1927. 45 pages. 40¢. 

The Social Effects of International In. 
dustrial Agreements. By William 
Oualid. International Labour Office, 
Geneva, 1926. 35 pages. 40¢. 
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Survey of Books for Executives 








Accounting Method. By C. Rufus 
Rorem. University of Chicago Press, 
Chicago, 1928. 596 pages. $4.50. 
As the “basis for an introductory course 

in accounting,” this book is likely to be 
both the delight and the despair of students. 
The reason for this double reaction is 
that the author, confronted with the neces- 
sity of teaching the simplest fundamentals, 
has done so with a well devised develop- 
ment of the subject and a commendable 
clearness of exposition; but in striving at 
the same time to formulate a new phil- 
osophy of accounting, he has also intro- 
duced discussions which the novice may 
find considerable difficulty in appreciating, 
to say nothing of understanding. 

The opening chapters offer a new con- 
cept of accounting—i. e., a quantitative 
method involving two basic processes: (1) 
the measurement of business phenomena, 
through the selection of a suitable unit of 
measurement and its application to the 
phenomena; ari (2) the interpretation of 
the resulting data, involving classification 
and summarization, followed by the discov- 
ery and measurement of relationships by 
such means as ratios, averages, etc. We 
have no quarrel with this explanation in 
terms of the quantitative method of scienti- 
fic analysis; but, from the point of view of 
the raw beginner, we wonder if a simpler 
means of approach would not have been 
more welcome. It rather reminds us of 
having to siruggle with some such rhe- 
torical problem as “homicide will eventu- 


ally be detected,” to find out that after all 
it meant simply our old friend “murder 
will out.” 

With the subject once defined, however, 
the author proceeds, with a certain degree 
of attention to the dosage capacity of the 
average sophomore, to treat in Part II of 
double entry bookkeeping from the point 
of view of the balance sheet equation, the 
account (debit and credit), income and 
expense accounts, general classifying de- 
vices and summaries, and then special 
classifying devices. In this process, the 
student is supposed to become fully con- 
versant with typical accounts, adjusting and 
closing entries, work sheets, and the prepa- 
ration of statements, before he learns that 
special columnar rulings and even special 
journals are an important part of modern 
practice. 

Conceding, however, that the author may 
have found this order a workable one in 
his classroom, we feel that in working it 
out he has at times sacrificed pertinent de- 
tails. For example, if it is necessary to 
teach the student that there is no general 
rule covering the routine procedure of 
postings, but some advantages in posting 
all debits in direct sequence, and credits 
similarly, to reduce posting errors to the 
wrong side, why is it not wise to mention 
at the same time the advantages of posting 
from original documents—e.g. direct from 
purchase invoices, re-sorted by material 
and expense accounts, instead of from the 
purchase journal or voucher register en- 
tries? Similarly, in discussing machine 
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bookkeeping, why is emphasis laid on 
ledger postings and proof, and no refer- 
ence made to the simultaneous preparation 
of customers’ statements? Or why does the 
author dismiss the retail method of inven- 
tory simply as a listing “at selling prices, 
adjusted to estimated cost value by apply- 
ing a percentage of reduction equal to the 
expected gross profit”? Can the student 
draw from his mind the exact procedure 
necessary to establish this percentage? 

A questionable statement which caught 
our eye is the following on page 263: 
“Dividends are usually declared payable to 
the stockholders whose names appear in 
the records as of a certain date; this date” 
—obviously the date of record— “may be 
before or after the date of the declaration 
of the dividend.” Certainly there are re- 
liable authorities—i.e., Financial Hand- 
book, Conyngton’s Corporation Procedure 
—who hold that dividends must not be de- 
clared payable to stockholders of record as 
of a past date. 


In parts III and IV the author covers 
the salient points of valuation and inter- 
pretation, with careful attention to sound 
accounting theory and the latest develop- 


ments in both theory and practice. We 
suspect, however, that at times the student 
will not be intensely interested in the dis- 
sertations on theoretical points, or in the 
debates with fellow authors. Likewise, 
we feel that in some cases the student is 
not likely to be prepared for the proper 
understanding of the advanced material. 
For example, if “it is not the function” of 
this book “to explain the technique of as- 
sembling costs,” the practical side work 
will hardly provide the basis for a thorough 
understanding of the chapter on the admin- 
istrative uses of cost data. 

The book has an enormous amount of 
material which the student of accounting 
ought to know; but the author, in his desire 
for a distinctive text, has apparently 
strained too much to attain philosophical 
differences and as a result has somewhat 
burdened his student readers. 

F. RicHMonpD FLETCHER, 
Scovell, Wellington & Company. 


Keane’s Manual of Investment Trusts. 
First Annual Number. By C. P. 
Keane. Financial Publishing Company, 
Boston, 1928. 886 pages. 


Part I of this manual presents the state- 
ments of over 200 American Investment 
Trusts as well as capital set-up for well 
over 100 British companies. Part II ex- 
plains what the Trusts are, their different 
forms and methods of operation in the 
United States, England and Scotland; also 
various legal regulations. There are also 
included a bibliography of articles and 
books on investment trusts and a directory 
of directors, trustees, officers, advisory 
committees, etc. 


Insurance. By S. B. Ackerman. Ronald 
Press, New York, 1928. 609 pages. 
$5.00. 


There are two large groups that may be 
presumed to have an interest in any pub- 
lication on insurance. They are, first, 
those who are engaged in the insurance 
business, or the sellers of insurance; and 
second, the much larger group which em- 
braces all prospective and actual purchasers 
of insurance in one form or another. 

In general, practically all the works on 
insurance that have appeared so far have 
presented the viewpoint of the former 
group, or those professionally interested in 
the sale of insurance. It seemed to the 
author that the time had arrived when at- 
tention should be given to insurance from 
the standpoint of the insurance buyer. He, 
therefore, prepared a volume which takes 
into account the latter as well as the earlier 
points of view. 

Not only are the more usual forms of 
insurance included in the discussion such 
as life, fire, marine, workmen’s compensa- 
tion, automobile, and accident and health 
insurance, but practically all the other lines 
which corporate officers and others must 
consider when making adequate provision 
against their insurable risks—sprinkler 
leakage, water damage, rain, hail, wind- 
storm and tornado, land marine in its 
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aviation, 


varied forms, 
burglary, theft, larceny and robbery, plate 


public liability, 


glass, steam boiler, and power plant, 
credit, land title, land value, guaran- 
teed mortgages and certificates, and fidelity 
and surety bonds. In order to round out 
the subject, several chapters are devoted 
to the managerial, financial, and legal as- 
pects of the insurance business and to re- 
insurance practiced between companies. 

Various illustrative policies, applications 
for insurance, and other forms are re- 
produced to supplement the text, and an 
effort has been made to add to their prac- 
tical value by filling them in. 

The volume should prove useful not only 
to the insurance buyer, but to those in the 
insurance business as well. 





American Prosperity: Its Causes and 
Consequences. By Paul M. Mazur. 
The Viking Press, New York, 1928. 268 
pages. $2.50. 

This most readable analysis of the 
American business situation which has ap- 
peared in some years abounds in cryptic 
metaphors which sum up the situation 
clearly and accurately. 

A reading of the first chapter entitled, 
“Links of Change” might dispose one to 
be prepared to quarrel with the book. “The 
war concentrated into a few years the slow 
fruition of decades of peace; and the 
process that was a tendency in the years 
before 1914 was an accomplished fact by 
1925.” (Page 6.) 

This particular chapter does not analyze 
all of the factors involved in the situation, 
but one by one the balance of the book 
checks every item in the picture and brings 
it into relief. 

After analyzing the evolution of produc- 
tion, distribution, retailing and the evolu- 
tion of the consumer, the author clearly 
discloses the conflict which exists between 
large scale production and high cost of 
distribution and emphasizes the introduction 
of style factors in the distribution system 
and the effect that it is likely to have on 
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mass production. In general, he does not 
expect an early reduction of distribution 
costs. 

The chapter on “The Age of Merchandis- 
ing” says that: 

“Merchandising has been designated as 
the smiling bland son of such turbulent and 
mutually antagonistic parents. In the reg- 
istry of births the genealogy of merchan- 
dising would present strange cards of par- 
ental qualifications : 


“Father: Mass production. 

“Good Qualities: Economy of produc- 
tion, high wages for workers, low prices, 

“Foibles: Standardization, continuity of 
production, large and increasing sales vol- 
ume. 

“Weaknesses: Inventory accumulation, 
necessity of adjustment to high-cost dis- 
tribution. 

“Mother: High-Cost Distribution. 

“Good Qualities: Creation of sales vol- 
ume, greater and better sales markets, loy- 
alty of the consumer. 

“Foibles: Obsolescence, lack of continu- 
ity in sales, extravagance. 

“Weaknesses: Inventory risks, expense 
of maintenance, incompatibility with mass 
production.” (Page 136.) 

There is a keen analysis of the possibili- 
ties of the manufacturers controlling their 
entire distribution outlets and, on the other 
hand, of the retailers controlling their pro- 
duction sources and the inevitable conflict 
which the tendencies of the times seem to 
have brought about. 

A chapter entitled, “The Era of Con- 
solidation” is a penetrating analysis of the 
probabilities and the underlying impelling 
motives. 

“Fundamentally, the present situation in- 
volves a battle for consumer’s loyalty” is 
the subject of Chapter 12. One finds in 
this chapter and elsewhere in the book no 
suggestion that advertising and retailing 
methods of winning the consumer are likely 
to be restricted though there are some few 
comments that point out the danger of the 
present comparatively uncritical attitude 
toward advertising. 
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In many respects the most important 
chapter in the book is Chapter 13, “Money 
and the Shadows of Europe.” Possibly 
the average reader will not agree with the 
reviewer's emphasis, but this chapter is by 
far the most courageous statement of the 
facts in the situation which is likely to 
reach the average industrial executive. 

In this chapter the author takes up every 
factor in international trade and inter- 
national exchange. “Tariff walls or no 
tariff walls, Europe will have a huge an- 
nual debt to discharge to America. Her 
only acceptable medium will be goods. And 
her surplus of exports to America must 
balance her payments of interest. Tariff 
walls may keep some foreign goods out of 
the United States; but for each dollar 
kept out by those walls, one dollar of 
American exports must be kept out of 
Europe.” (Page 240.) 

“Eventually, however, the changed inter- 
national financial status of America and 
Europe will create a surplus of imports 
in America’s balance of trade. And it was 
to the consequences of this disturbing finan- 
cial factor that the opening statement of 
this chapter referred. The results of a 
loss of our favorable balance of trade 
constitute the greatest single threat to 
American business which it is possible to 
foretell for the near fture. If the eventual 
existence of a surplus of imports is accept- 
ed as a fact, then surely there can be no 
doubt that foreign competition and serious 
tariff questions wil be consequences of that 
important balance. Nor is anyone likely to 
deny the probability that such an excess 
of imports will impose onerous and possi- 
bly dangerous burdens upon those Ameri- 
can industries which will most feel the 
competition with European industries. All 
this must follow as a natural sequence to an 
American import surplus. 

“It is now, however, that the real diffi- 
culties arise. When will such a condition 
become a fact? What industries will it 
affect? What will be the effects upon 
American industry in general? 

“To determine the time element, it would 


be necessary to know among other facts at 
least the following: 

How long will America advance funds 
to Europe? 

What amounts will be so invested an- 
nually ? 

What disposition will be made of the 
war debts? 

How much will tourists spend? 

What will happen to our merchant ma- 
rine? 

“To guess what industries are most likely 
to be affected it would be necessary to 
know: 

What products for which there will be an 
American demand will Europe be fitted 
to make? 

What will be the comparative ability of 
those American plants capable of manufac- 
turing the same or similar products? 

What will be the tariff situation? 

Will the tariff allow European goods to 
come in fairly freely, or will it serve 
primarily to keep American goods out of 
Europe? 

How effective will American manufac- 
turers be in winning consumer loyalty? 
(Pages 256-257.) 

W. J. Donatp. 


Making Sales Contacts. 


By Ralph G. 
Engelsman. Harper & Bros. New 

York, 1928. 106 pages. 

The ninth in the series called Harper’s 
Life Insurance Library is a little book 
written by a successful salesman who 
understands the psychological principles on 
which his methods are based and states 
them in a non-technical way. 


The Principles of Direction and Con- 
trol. By L. Urwick. Management 
Research Groups, London, W. C. 1, 
England, 1928. 19 pages. 

This paper is a reprint from “Pitman’s 
Dictionary of Industrial Administration.” 
The article lays down certain principles or 
guides to action which are valid in all 
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cases and may be applied to the tasks of 
controlling and directing business activities. 
The principles are classified as follows: 
I. The Principles of Investigation, which 
include: a ae 
a. Determinism 
b. Relation. 
c. Analysis. 
d. Definition. 
e. Measurement. 
II. The Principle of the Objective. 


III. The Principles of Organization: 
a. Functionalization. 
b. Correspondence. 
c. Initiative. 
d. Co-ordination. 
e. Continuity. 
. The Principles of Direction: 
. Publicity. 
. The Incentive. 
. Planning. 
. Simplification. 
. Standardization. 
. Balance. 
. Equity. 
. Mobility. 
. The Principles of Experiment: 
a. Selection. 
b. Controlled factors. 
c. Decision. 


a 
b 
c 
d 
e 
f 
g 
h 


. The Principles of Control: 
. Responsibility. 
. Evidence. 
. Uniformity. 
. Comparison. 
. Utility. 


The Elements of Industrial Engineering. 
By George Hugh Shepard. Ginn and 
Company, New York, 1928. 541 pages. 
Evidently this book is intended to serve 

as a text for instruction of students of 

Industrial Administration and in its open- 

ing chapters much elementary data is cited 

in bringing out the necessity for observing 
those fundamental principles which were 
laid down by Harrington Emerson. The 
author has modified and reclassified them, 


however, and tabulated his findings which 
later in the book serve as chapter headings, 

The greater part of the text treats the 
production and factory administration phase 
of the broad subject of Industrial Engj- 
neering and much is written regarding 
adaptation of conditions, simplification, 
standardization, efficient equipment, safety, 
lighting, work periods, sanitation, inspec- 
tion, fatigue elimination, etc. 

The chapter on Records, Planning and 
Dispatching is quite complete and consider- 
able material on these subjects which the 
author relates quite closely is presented, 
He defines planning as: “To prepare in 
advance for what is to be done. To co- 
ordinate all lines of activity so that they 
will work together to achieve the common 
ideal. To achieve results at the proper 
time.” 


A considerable organization is described 
in connection with the operation of the con- 
trol functions, namely, the following; 
Chief Planner, Method Man, Blue Print 
Man, Material Man, Jacket File Clerk, 
Progress Man, Schedule Man, Progress 
Card Clerk, Information Man, Chief 
Dispatcher, which the author ex- 
plains represents the duties of a plan- 
ning office personnel and which must be 
adapted to conditions and wherever pos- 
sible combined and delegated to one man. 

Graphic control methods are described 
and considerable is said about the designs 
of form of which many are shown. 

The chapter on “Miscellaneous Material 
on Records” has to do with a general treat- 
ment of the uses of graphic records, in- 
structions and a guide to obtain a balance of 
proper record keeping as opposed to red 
tape and over-systemizing is cited as fol- 
lows: 

“How does it guard against wasteful- 
ness and dishonesty ? 

“How does it provide knowledge of 
costs? 

“How does it guide in the performance 
of duty? 

“Does it duplicate any other record?” 

The chapter dealing with Cost Account- 
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ing opens by citing the three ideals or func- 
tions of cost accounting : 

“To ascertain costs. 

“To control costs. 

“To guide the Management.” 

In this chapter, however, the entire treat- 
ment of accounting practice is related to a 
series of numerous forms and since the ap- 
plication of such practice is generally de- 
termined by design to meet certain speci- 
fications as determined by existing condi- 
tions, this section of the text must be con- 
sidered as an example of a cost system 
installation. 

Standard costs are treated to a consider- 
able extent and the value of comparing 
actual and standard and explaining by 
formula the reasons for variation is ex- 
plained and the use of this information as 
report data is also cited. 

Expense distribution is treated quite in 
detail and the use of cost formulae are 
given. The forms used, and the treatment 
of standard cost material, however, seem 
rather untimely as many advances have 
been made in this direction and many short 
cuts and improved formulae devised. 


The chapter dealing with higher common 
sense is good, for in this the author brings 
out the necessity for a proper balance of 
theoretic and practical knowledge. The 
methods of problem solution involving an- 
alysis and synthesis are explained. 

Another chapter contains a considerable 
bit of material dealing with the important 
subject of personnel and the elements of 
turnover, references, personnel administra- 
tion, job specifications, securing of appli- 
cants, interviews, examinations, personnel 
records are treated in a somewhat academic 
fashion. 

The subject of “Organization” is as- 
signed a lengthy chapter and an explanation 
of the functional, line and staff organiza- 
tions and the use of committees is given 
with considerable material describing the 
duties of certain personages. Illustrations 
are cited by means of several charts and as 
in former chapters, considerable matter is 
injected to illustrate in a clear manner the 
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various fundamentals related to this sub- 
ject. 

The chapter dealing with “Standards” de- 
scribes several methods by which standards 
are employed as objectives, namely, in the 
preparation of budgets and their applica- 
tion to manufacturing operations. 


Budgetary procedure is described and a 
case is cited which describes the budget 
as applied to the forecasting of expendi- 
tures. This treatment is rather brief, 
however, and the subject of establishing 
task standards by means of time studies 
is given considerable attention. As is the 
case, however, in most books of a general 
nature, this subject is treated somewhat 
abstractly and much advice is given the 
student on how to proceed with the making 
of a time study. The fatigue element is 
also injected and the subject of rest period 
allowances is overstressed in that it may 
influence the reader to believe that all in- 
dustrial operations are affected by the 
cumulative fatigue element, which is not 
always the case. 


There are also chapters on “Correct 
Methods and Instructions” ; the “Fair Deal” ; 
“Discipline” ; and “Efficiency Reward.” In 
the latter, the various plans such as the 
Taylor, Emerson, Gantt, Halsey, Rowan, 
are compared as is usually the case in books 
of this type. But the idea of designing 
a plan by providing the proper features as 
called for by engineering specifications 
based on fundamentals and determined by 
existing conditions is not considered. 

The final chapter deals with the “Esti- 
mating of Financial Results” and several 
theoretical methods of determining the pos- 
sible savings in labor, materials, mainte- 
nance, supervision, power and rent are 
briefly stated. 


To be used by the layman, the reading 
should be accompanied with a class-room 
instruction as the manner of presentation 
is somewhat sketchy, does not generally 
follow a regular or proper sequence and 
has considerable case material, requiring 
additional explanation so that it be properly 
understood by the student. 





432 


It treats mainly with what has been es- 
tablished as industrial engineering practice 
and does not present or describe anything 
advanced or entirely new. As an outline 
for class instruction it should serve ad- 
mirably well, as it treats the many elements 
of a broad subject. 

The book also deserves credit for the col- 
lection and presentation of considerable 
data in the form of tables, charts and forms 
dealing with the many elements of Indus- 
trial Engineering, and as before stated, it is 
admirably well suited as “An Excellent 
Book of Instruction.” 

Watter C. HASSELHORN, 
Supervising Engineer, 
Stevenson, Harrison & Jordan. 


The Principles of Factory Organization 
and Management. By Ralph Currier 
Davis. Harper & Bros., New York, 
1928. 449 pages. $5.00. 


Although the fundamental principles of 
industrial management apply generally to 
all the varied activities included in this 
field, the methods, forms, and organiza- 
tion inter-relations are so different in (for 


example) metal-working, textile, and 


chemical plants, that it is impossible to 
outline standard practice applicable to all. 


Professor Davis has covered the field 
thoroughly, stressing particularly organi- 
zation charts and routine of handling the 
various departmental functions—his de- 
scription (as he says) fits the large plant, 
but can be applied, with proper simplifi- 
cation and combination, to smaller ones. 

Each department or activity is covered 
well, particularly the Personnel field— 
there are excellent definitions and summa- 
ries of the subject matter, and good quo- 
tations from other authorities. The book 
is well illustrated, especially with samples 
of forms in actual use by well known or- 
ganizations. A very satisfactory bibli- 
ography is given at the end. 

It is evident that the author has had 


THE MANAGEMENT REVIEW 


access tO many progressive industrial 
plants and has absorbed the factory views” 
point; this enables him to point out the 
pros and cons of specific methods in th 
field of incentive systems, planning 
scheduling, etc. 

The first chapter (on the development 
of modern management) covers the evolus | 
tion of the factory and its managem 
problems from the early efforts of man” 
to gain a livelihood by hunting and fishing, © 
pastoral, and agricultural stages of ciyilis 


zation. Fe 
The book is very properly confined ¢9 
factory, not sales or financial, problems, ex. 
cept as the latter directly affect factory 
methods or departmental set-up. ‘ 
Even in large factories, having a p 
uct of wide variety or uneven output, ag 
organization as complicated and function 
alized as Professor Davis describes for 
Planning, Production, etc., would tend #% 
sacrifice flexibility, quick response t 
changing conditions, and other essenti 
factors in factory operation. It is t 
that many of the variations in output, 
as changing styles, seasonal demand, 
temporary over-production are yielding to 
more intelligent designing, manufacturing, 
and marketing practice; however, there) 
are few factories in which such problems 
do not exist to some extent. There is no 
substitute for close personal relations i 
most plants—simplicity and quick respons 
to changing conditions are invaluabl 
more routine and delegation of responsis 
bilities (particularly in the manufactur 
ing departments themselves), the mom 
difficult it is to realize this. 


The author has succeeded in his effort 
“to draw a clear picture of the fundamen 
tal functions and principles of factory 
organization and management, and the 
relations to one another,” particularly {0 
“the student of industrial management Of 
the junior executive who aspires to greaté 
responsibilities.” a 

Rosert P. Kinc, Works Engineer, 
East Springfield Plant, 5 
Westinghouse Electric € Mfg. Co 
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